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The Company

Teck Corporation is engaged in the exploration, development and production of minerals and petroleum
products. The company’s Canadian mining operations produce coal, copper, zinc, gold, silver and niobium,
and its petroleum properties produce oil and natural gas. It holds substantial share interests in Lornex
Mining Corporation Ltd., a Canadian copper, molybdenum and coal producer; Trilogy Resource Corpor-
ation, a petroleum company; and Cominco Ltd., a major worldwide integrated natural resources company
whose activities include mining of zinc, lead, silver, gold and copper, smelting and refining, mineral explor-

ation, and chemical and fertilizer production.

PRINCIPAL HOLDINGS
Operations

tLamaque (Quebec)  100%
Beaverdell (B.C.) 100%

Afton (B.C.)

tNewfoundland Zinc 63% Zinc
Granville Yukon 60% Gold
Bullmoose (B.C.) 51% Coal
Teck-Corona (Ontario) 50% Gold
Niobec (Quebec) 50% Niobium
tHighmont (B.C.) 50% Copper/
Molybdenum

Petroleum Division 100% Oil/ Gas

t suspended

Gold
Silver

73% Copper/Gold

Investments

Lormex Mining Corporation Ltd.

Golden Knight Resources Inc.

Trilogy Resource Corporation

Nunachiag Inc.

(which holds 31% of Cominco Ltd.)

Highland Crow Resources Ltd.

Consolidated Silver Standard
Mines Limited

YEAR AT A GLANCE
(dollar amounts in thousands except for per share data)
1986 1985

Revenue 185,249 217,940
Earnings before extraordinary items 23,270 16,064
Working capital 76,244 70,522
Total assets 512,131 489,292
Long-term debt 100,223 109,326
Shareholders’ equity 343,443 326,775
Long-term debt as a percentage of

shareholders’ equity 29% 33%
Capital expenditures 52,754 46,859
Cash flow from operations 56,775 55,914
Per share data (1)

Earnings before extraordinary items $0.42 $0.30

Cash flow $1.86 $1.89

Dividends $0.175 $0.15
Number of employees 1,220 1,475
Number of shareholders (1) 9,206 10,775
Shares outstanding at year-end (1) 30,869,219 30,182,472

(1) Class Acommon and Class B shares.

22%
30%
30%
50%

13%
32%
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Oil and Gas

Comparative Highlights

1986 1985
Financial ($000°s)
Revenue $12,447 $14,771
Operating profit $ 8,170 $ 9,636
Exploration, depreciation and depletion $ 1733 $ 754
Net income before income tax $ 7,431 $ 8,877
Capital expenditures (after PIP grants) $ 5,587 $ 519
Operating
Production — Qil
Thousands of barrels 509 529
Barrels per day 1,396 1,448
Production — Natural gas
Billions of cubic feet 1.8 1.2
Mcf per day 5,040 3,360
Reserves — Proven and Probable
Oil — Thousands of barrels (1) 4,272 4,782
Natural gas — Billions of cubic feet (1) 55.9 57.7
Wells drilled (gross) 97 23
Land
Gross acres (000’s) 228 232
Net acres (000’s) 52 54

(1) Figures are at September 30 and exclude Teck Frontier lands.

eck produces oil and natural gas
from several fields in western
Canada.

Production and Operating Profit

Production in 1986 amounted to
509,400 barrels of oil and 1.8 Bcf of
natural gas, as compared to 528,500
barrels and 1.2 Bcf produced in 1985.
The average daily oil production was
1,396 barrels per day and gas produc-
tion was 5,040 Mcf per day, as com-
pared to 1,448 barrels per day and
3,360 Mcf per day last year.

A decline in Steelman production
offset partially by increased volume
from Otter Lake resulted in lower oil
production. Natural gas production
increased because of expansion at the
Monogram Gas Unit and start-up at
Edson and North Tsea.

Operating profit decreased from $9.6
million to $8.2 million this year. The
significant reduction in oil prices and
to a lesser degree natural gas prices,
in addition to the Steelman production
decline, affected operating profit
unfavourably. The average price per

barrel and per Mcf received by Teck in
1986 was $23.70 and $2.16
respectively compared to $33.58 and
$2.51in 1985,

Reserves

Proven and probable reserves (before
royalties) as at September 30, 1986
were 4,272,300 barrels of oil and
natural gas liquids and 55.9 Bcf of
natural gas, compared with 4,781,700
barrels and 57.7 Bcf of natural gas last
year end.

Reserves are located in the following
areas:

Oil and

Gas Liquids Natural Gas

(Barrels) (Bcf)

Saskatchewan 3,845,462 3.0
Alberta 419,226 51.0
British Columbia - 1.9
Manitoba 7,612 -
4,272,300 559

The company also owns land in
western Canada, predominantly in
Alberta, totalling 227,699 gross acres
(51,982 net acres) and interests in
certain frontier acreage.

Steelman, Saskatchewan

The Steelman area of southeastern
Saskatchewan remains Teck’'s most
important oil producing property.
Teck'’s share of production for 1986
totalled 400,400 barrels of oil com-
pared with 449,000 barrels in 1985.

Anew Unit was formed during the
year resulting in 11 Steelman Units in
which Teck participates. Two non-unit
development wells in which Teck has a
50% interest were drilled and com-
pleted as Frobisher oil wells during the
year.

East Bantry, Alberta

Teck holds varying interests in over
47,000 acres in this multizone shallow
gas area of southeastern Alberta.
Production comes essentially from
two units — the Monogram Gas Unit
(Teck-21.27%) and the Tide Lake Gas
Unit (Teck-11.01%). The former is
Teck’s largest gas property, having
272 wells including 83 which were
drilled this year. Production from
Monogram in 1986 averaged 13,300
Mcf per day with Teck’s share of
annual production totalling 1.0 Bcf,
compared to 12,000 Mcf per day and
0.9 Bcfin 1985.

Production during 1987 should
increase as a result of the new wells
drilled this year and additional sales
under industrial contracts. The area is
capable of producing 40,000 Mcf of
gas daily.

Tide Lake, with over 80 wells, pro-
duced at an average rate of 53,000
Mcf per day in 1986 with Teck’s share
of annual production being .21 Bcf, as
compared to 4,000 Mcf per day and
14 Bcflast year.

Edson, Alberta

Teck has an average 12.4% interest in
over 40,000 acres located in the
multizone Edson gas field of west
central Alberta. Twelve of the 20 wells
drilled to date are producing, seven
are shut-in and one was abandoned.
Two of the shut-in gas wells were
drilled this year.
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COMINCO LTD.

In October 1986 an international
group made up of Teck Corporation,
M.1.M. (Canada) Inc. and Metaligesell-
schaft Canada Limited purchased 20
million shares of Cominco Ltd. The
investment, which amounts to 31% of
the issued shares of Cominco, is held
in Nunachiaq Inc., in which Teck has a
50% interest and the others 25%
each.

M.I.M. (Canada) Inc. is a Canadian
subsidiary of M.I.M. Holdings Limited
which is a major Australian mining and
mineral processing company. As well

as other interests it operates the large
Mt. Isa copper-zinc-lead-silver mine
and several coal mines in Queensland.

Metallgesellschaft Canada Limited is a
Canadian subsidiary of Metallgesell-
schaft A.G. of West Germany which is
an international mining, smelting and
trading company.

Cominco Ltd. is an integrated natural
resource company with principal
activities in mineral exploration, min-
ing, smelting and refining. Itis the
world’s largest mine producer of zinc
and lead accounting for about 10 and

COMINCO LTD.

11 percent, respectively of mine pro-
duction in the Western world. It also
produces copper, gold, silver, tin,

cadmium, bismuth, indium, dia-

monds, steel products, fabricated ‘
metals, high purity metals and com-

pound semi-conductors and compon- l

ents for the electronics and other
high-technology industries.

Cominco’s chemical and fertilizer
divisions produce ammonia, urea,
potash, ammonium nitrate, ammo-
nium phosphate, ammonium sul-
phate, sulphuric acid and sulphur
dioxide.

METALS DIVISION

Operating Mines

Sullivan (B.C.) 100% Zinc/Lead
Polaris (NWT) 100% Zinc/ Lead
Con (NWT) 100% Gold
Highland Valley Copper (B.C.) 55% Copper/
Molybdenum
Buckhorn (Nevada) 76% Gold
Pine Point (NWT) 51% Zinc/ Lead
Magmont (Missouri) 50% Lead/Zinc
Hondeklip (South Africa) 50% Diamonds
Que River (Australia) 47%  Zinc/lLead/
Silver
Rubiales (Spain) 47% Zinc / Lead
*Troya (Spain) 47% Zinc/Lead
Potential Mines
Red Dog (Alaska) 100% Zinc/Lead
Hellyer (Australia) 47% Zinc/Lead

Mineral Processing
Trail (B.C.) 100%  Zinc/Lead/
Silver / Cadmium
Cominco-Mitsubishi
(Naoshima, Japan) 45% Lead

Manufacturing
Electronic Materials (Trail) 100% compound
semi conductors
sputtering targets
bonding wire

{Spokane, Washington)

Western Canada Steel )
(Vancouver/ Calgary / Hawaii) 100% Miscellaneous
steel products

Engineering
Cominco Engineering Services Ltd.  100%

CHEMICALS AND FERTILIZERS DIVISION

Operating Mines

Owens Lake (California) 100% Soda Ash

Vade (Saskatchewan) 100% Potash

Warm Springs (Montana) 100%  phosphate rock
Fertilizer Processing

Borger (Texas) 100% Ammonia & Urea

Calgary (Alberta) 100% Ammonia & Urea

Carseland (Alberta) 100% Ammonia & Urea

Homestead (Nebraska) 100% Ammonium

nitrate &

nitrogen solutions

Kimberley (B.C.) 100% Ammonium

Phosphate

Trail (B.C)) 100% Ammonium

phosphates

& sulphates

* Joffre (Alberta) 75% Ammonia & Urea

*Starts production in 1987
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Consolidated

Balance Sheet
as at September 30, 1986

Pyrochlore flotation in the Niobec mill
near Chicoutimi, Quebec.

1986 1985
$ $
ASSETS (in thousands)
Current Assets
Cash and short-term investments 75,390 64,574
Accounts receivable 13,089 12,489
Product inventories and settlements receivable 15,089 20,011
Supplies and prepaids 10,334 10,673
113,902 107,747
Investments (Notes 2 and 4) 103,116 65,101
Property, Plant and Equipment (Notes 3 and 4) 295,113 316,444
512,131 489,292
LIABILITIES
Current Liabilities
Accounts payable and accrued liabilities 18,213 22,135
Income and mining taxes payable 1,815 2,385
Current portion of long-term debt 17,630 12,705
37,658 37,225
Long-term Debt (Notes 4 and 9(b))
Recourse loans 25,144 28,944
Non-recourse loans 75,079 80,382
Deferred Income Taxes 30,807 15,966
168,688 162,517
SHAREHOLDERS' EQUITY
Capital Stock (Note 5) 259,789 251,637
Contributed Surplus 27,602 27,602
Retained Earnings 56,052 47,536
343,443 326,775
512,131 489,292

Approved by the Directors:

—_—

Norman B. Keevil, Jr., Director

RRURETES

David A. Thompson, Director’
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“

Consolidated

Statement of Earnings
for the year ended September 30, 1986

1986 1985
$ $
(in thousands)
Revenues
Mining 166,022 200,076
Petroleum 12,447 14,771
Investment and other income 6,780 3,093
185,249 217,940
Costs and Expenses
Mining operations 109,381 139,101
Petroleum operations 4,277 5,135
Administration and general 6,643 4,527
Depreciation and amortization 20,406 21,125
Exploration 2,898 6,134
Interest on long-term debt 6,255 11,285
Foreign currency loss 1,920 3,293
151,780 190,600
33,469 27,340
Income and Mining Taxes (Note 6)
Current 1,918 1,978
Deferred 13,354 12,512
15,272 14,490
Earnings before the following 18,197 12,850
Equity in net earnings of
associated companies (Note 2(c)) 5,073 3,214
Earnings before extracrdinary items 23,270 16,064
Extraordinary items (Note 7) 695 -
Net Earnings 23,965 16,064
Earnings per share (after preferred
share dividends)
Before extraordinary items $0.42 $0.30
After extraordinary items $0.44 $0.30

Auditors’ Report
to the Shareholders

We have examined the consolidated balance sheet of Teck Corporation as at September 30,
1986 and the consolidated statements of earnings, retained earnings and changes in financial
position for the year then ended. Our examination was made in accordance with generally
accepted auditing standards, and accordingly included such tests and other procedures as we
considered necessary in the circumstances, except as explained in the following paragraph.

As described in Note 2(c), investments in associated companies and equity in earnings of these
companies include net earnings of $3,819,000 which represents the portion of the results of
their operations which have not been audited.

in our opinion, except for the effect of adjustments, if any, which might have been required had
the audited financial information of the investee companies been available, these consolidated
financial statements present fairly the financiat position of the company as at September 30,
1986 and the results of its operations and the changes in its financial position for the year then
ended in accordance with generally accepted accounting principles applied on a basis consistent

with that of the preceding year.
%zf«u v A/Aa‘-éﬂ

CHARTERED ACCOUNTANTS

Vancouver, B.C.
November 7, 1986




TECK CORPORATION
Consolidated
Statement of Changes 196 1995
in Financial Position Operations (in thousands)
for the year ended September 30, 1986 Earnings
Earnings before extraordinary items 23,270 16,064
Depreciation and amortization 20,406 21,125
Equity in earnings of associated companies (5,073) (3,214)
Exploration 2,898 6,134
Foreign currency loss 1,920 3,293
Deferred income taxes 13,354 12,512
56,775 55,914
Net Decrease in Receivables, inventories,
Supplies and Payables 464 10,942
Dividends Paid — preferred shares (10,380) (7,071)
— common shares (5,069) (4,402)
41,790 55,383
External Financing
Long-term debt 6,747 30,414
Repayment of long-term debt (7,520) (80,765)
Issue of Class B subordinate voting shares 13,014 8,845
Issue of preferred shares, net of expenses - 97,397
Conversion of preferred shares (4,862) (7,006)
7,379 48,885
Investments
Petroleum properties (5,587) (2,878)
Petroleum incentive payments received - 2,559
Plant and equipment (9,054) (33,409)
Exploration and development costs (3,424) (6,417)
Investments (34,689) (6,514])
Non-current receivables from sale of
mineral property (8,292) -
Sale of investments and marketable securities 1,151 2,014
Sale of mineral properties 21,542 —
(38,353) (44,845)
Increase in Cash 10,816 59,423
Cash — Beginning of Year 64,574 5,151
Cash — End of Year 75,390 64,574
Note: ““Cash’ comprises cash and short-term investments.
Consolidated
Statement of ‘9;35 ‘9$85
Retained Earnings (in thousands)
for the year ended September 30, 1986 Balance at Beginning of Year 47,536 44 248
Net earnings 23,965 16,064
Dividends on preferred shares (10,380) (7,071)
Dividends on Class A common and
Class B subordinate voting shares (5,069) (4,402)
Cost of issuing preferred shares,
net of tax recovery of $1,300,000 - (1,303)
Balance at End of Year 56,052 47,536
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TECK CORPORATION
- -

Notes to
Consolidated
Financial

Statements
for the year ended
September 30, 1986

1. SIGNIFICANT ACCOUNTING POLICIES

Principles of consolidation

These consolidated financial statements include the accounts of the company and all of its subsidiaries.
Significant subsidiaries included in the consolidation are:

Teck-Bulimoose Coal Inc., Teck-Hemlo Inc., Teck Explorations Limited and Teck Mining Group Limited.
Investments in associated companies

The company follows the equity method of accounting for its investments in companies in which it owns from
20% to 50% and over which it exercises significant influence. Under this method the company includes in its
earnings its share of the earnings and losses of these associated companies. All of the significant accounting
policies followed by the investee companies conform to those of the company. The excess costs of the
investments over the related underlying equity in the net assets of the investee companies relate to specific
resource properties and are amortized over the estimated life of the properties.

Joint ventures and partnerships

The company conducts substantially all of its petroleum and mining activities on joint venture and partnership
bases and the accounts reflect the company’s proportionate interest in such activities.

Product inventories and settlements receivable

Product inventories are recorded at estimated net realizable value except where there is no contract for sale in
which case they are recorded at the lower of cost and net realizable value. Settlements receivable are recorded
at estimated net realizable value.

Net realizable value is based upon current metal prices less provision for possible adverse changes in metal
prices and foreign exchange rates.

Property, plant and equipment
{(a) Oiland gas properties

The costs of producing properties are amortized on a unit of production method based on estimated
recoverable reserves.

Exploration costs in frontier areas, the Beaufort Sea, the Arctic Islands and East Coast offshore, are
deferred and will be amortized on a unit of production basis upon commencement of commercial
production, or written off if the properties are abandoned or when there is impairment in value.

G5

Mineral properties and deferred costs

Mineral properties are carried at cost less amortization. Exploration costs are charged to earnings in the
year in which they are incurred, except where these costs relate to specific properties having indicated
economically recoverable reserves, in which case they are deferred.

Deferred costs also include financing costs relating to the construction of plant and equipment and
operating costs net of revenues prior to the commencement of commercial production of a new mine.

Mineral properties and deferred costs are amortized over the estimated life of the orebody upon
commencement of production, or written off if the property is abandoned or when there is impairment in
value.

(¢) Plant and equipment
Plant and equipment are depreciated over the estimated life of the assets on a unit of production basis.
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Income and mining taxes

The company records income and mining taxes on the tax allocation basis. Differences in amounts reported for
tax purposes and accounting purposes result in deferred income and mining taxes which are shown separately
in the statement of earnings and balance sheet. Deferred income taxes relate primarily to the depreciation and
amortization of property, plant and equipment costs. Tax savings from investment tax credits are recognized
when there is reasonable assurance that they will be realized and are deducted from the related asset costs.

Translation of foreign currencies

Monetary assets and liabilities in foreign currencies are translated into Canadian dollars at the year end rates of
exchange. Foreign currency revenue and expense items are translated at average monthly rates of exchange.
Exchange gains and losses are included in determining current earnings except those arising from the
translation of fong-term debt which are deferred and amortized over the term of the debt.

2. INVESTMENTS
% 1986 1985
Ownership $ $
(in thousands)
Investments carried on an equity basis

Lornex Mining Corporation Ltd. 22 41,924 36,610
Trilogy Resource Corporation 30 10,639 10,639

Golden Knight Resources Inc. 30 12,362 —
64,925 47,249

Investments and advances at cost

Other investments — quoted 19,462 7,457
Other investments — not quoted 4,710 7,054
Advances 14,019 3,341
38,191 17,852
103,116 65,101

a) At September 30, 1986, investments carried on an equity basis have a quoted market value of
$90,169,000 and other quoted investments have a market value of $27,403,000.

b) InJanuary, 1986, the company acquired 1,495,000 shares of Golden Knight Resources Inc. by payment of :
$2,468,000 and issue of 402,445 Class B subordinate voting shares, raising the company’s holding to ‘i
30% of the issued capitalization of Golden Knight Resources Inc.

¢) The company accounts for its investments in Lornex Mining Corporation Ltd., Trilogy Resource Corporation |
and Golden Knight Resources Inc. on the equity method and includes in earnings the company's share of !
earnings and losses of these companies net of amortization of any excess of cost of the investment over the
underlying value of assets. Since Lornex and Trilogy have December 31 year ends, their earnings {losses) for
the nine months ended September 30, 1986 were unaudited as at the audit report date. Golden Knight
holds mineral properties in Quebec which are still in the exploration and development stage and as a resuit
does not report earnings and losses.

1986 1985
$ $
(in thousands) ,
Equity in earnings {losses) of associated companies i

— audited 1,254 (351)
— unaudited 3,819 3,565
5,073 3214

27




28

TECK CORPORATION

3. PROPERTY, PLANT AND EQUIPMENT

Oil and Gas
Western Canada
Frontier areas

1986 1985
Accumulated
depreciation
and
Cost amortization Net Net
$ $ $ $

(in thousands)

30,763 13,434 17,329 12,913
- - - 8,911

30,763 13,434 17,329 21,824

Mining
Mineral properties
and deferred costs
Plant and equipment
Construction in progress

84,974 22,631 62,343 70,652
256,318 84,202 172,116 183,820
43,325 - 43,325 40,148

384,617 106,833 277,784 294,620

415,380 120,267 295,113 316,444

4. LONG-TERM DEBT

Recourse debt

1986 1985
$ $
(in thousands)

Bullmoose mine (a) 13,806 14,628
Highmont mine (c) 20,420 19,970
Other 2,178 1,881
36,404 36,479
Less: amount due within one year (11,260) (7,535)
25,144 28,944
Non-recourse debt
Bullmoose mine (a) 33,805 38,806
Teck-Corona mine (b) 42,000 40,975
Other 5,644 5771
81,449 85,552
Less: amount due within one year (6,370) (5.170)
75,079 80,382
100,223 109,326

Recourse debt is a general obligation of the company. Non-recourse debt represents loans made in respect of
specific projects and is secured only by project assets and the payment of interest and principal is entirely

dependent upon cash flow from the particular project.

(@) The Bullmoose bank loan totals $47,611,000 including the current portion. Of this amount $33,805,000 is
a non-recourse debt secured only by the company'’s share of mine assets. Certain petroleum properties
have been pledged as additional security for the balance of the loan.

The interest rate is at 1'% above the U.S. dollar L.1.B.O. rate or at 3% above the bank prime lending rate.

The loan is repayable in semi-annual instalments on June 15 and December 15 with each instalment being
the lesser of the company’s share of cash flow from the mine for the preceding six month period and fixed
amounts calculated by reference to the total advances made. Any unpaid balance of the loan is due on
December 15, 1994 unless extended by agreement of the banks.

This credit facility provides that on December 15, 1990 a further $50 million will be advanced on a
non-recourse basis to provide funds for the redemption of the Series E preferred shares.
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(b} A consortium of banks has agreed to lend up to $77 million including an overrun facility, on a non-recourse
basis, in respect of the company’s share of the Teck-Corona mine project of which $42,000,000 has been
advanced as at September 30, 1986. A maximum of $25 million of the credit facility may be used for
general corporate purposes subject to meeting certain completion tests, cash flow and construction cost
criteria. The loan is secured only by the company'’s share of mine assets.

Semi-annual repayments will commence at the earlier of six months after satisfying certain completion tests
or March 31, 1988 in the amount of the lesser of cash flow for the preceding six month period and amounts
calculated to repay the loan in 14 equal instalments.

The maximum interest rate is at 8% over the U.S. dollar L.1.B.O. rate or at %% above the bank prime
lending rate.

(c) The Highmont bank loan (U.S.$14,577,187) is secured by the company'’s share of mine assets and certain
other securities of the company. The interest rate is at /5% above the U.S. dollar L.1.B.O. rate. Repayment is
scheduled over two years commencing in 1987.

(d) Interest of $4,342,000 on long-term debt relating to the Teck-Corona mine project was capitalized as a
deferred cost during the year.

(e) The amounts estimated to meet repayment provisions in each of the next five fiscal years are:
Recourse Non-Recourse

Debt Debt Total
$ $ $
(in thousands)
1987 11,260 6,370 17,630
1988 11,260 12,370 23,630
1989 1,050 13,430 14,480
1990 1,050 14,490 15,540
1991 1,050 14,410 15,460
25,670 61,070 86,740

5. CAPITAL STOCK
(a) Authorized
An unlimited number of preferred shares without nominal or par value issuable in series.
An unlimited number of Class A common shares without nominal or par value.
An unlimited number of Class B subordinate voting shares without nominal or par value.

The Class A common shares carry the right to 100 votes per share and the Class B subordinate voting
shares carry the right to one vote per share; in all other respects the Class A common and Class B
subordinate voting shares rank equally.

(b) Issued and fully paid (Note 8(b)) 1986 1985
$ $
(in thousands)
134,464 Series C 8.36% preferred shares 7,396 12,248
250,000 Series D 5.00% preferred shares 25,000 25,000
2,000,000 Series E 9.25% preferred shares 50,000 50,000
1,999,590 Series F 7.25% preferred shares 49,990 50,000
132,386 137,248
2,341,118 Class A common shares 6,696 6,696
28,528,101 Class B subordinate voting shares 120,707 107,693
127,403 114,389

259,789 251,637
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(c) Capital stock transactions during the year are as follows:
$
Shares (in thousands)
Class B subordinate voting shares

Balance at September 30, 1985 27,841,354 107,693
Exercise of stock options 63,350 507
Conversion of Series C preferred shares 220,350 4,852
Conversion of Series F preferred shares 602 10

Issue to acquire shares of Golden Knight
Resources Inc. (Note 2(b)) 402,445 7,645
Balance at September 30, 1986 28,528,101 120,707

(d) In 1984, stock options were granted to senior employees allowing the acquisition of 599,000 Class B
subordinate voting shares at $8.00 per share. The options expire July 31, 1989. Changes during the year
were:

Balance at September 30, 1985 365,600
Cancelled during the year (13,000)
Exercised during the year (63,350)
Balance at September 30, 1986 289,250

{e) The Series C preferred shares are redeemable at prices between $55.00 and $60.00 per share. Each share
may be converted into 2.3 Class B subordinate voting shares on or before December 31, 1991.

(f) The Series D preferred shares are to be redeemed for $100 per share in four equal annual amounts
commencing July 31, 1992 The dividend rate is subject to increase by a maximum of 6% if molybdenum
and copper prices exceed U.S.$7.50 and U.S.$0.90 per pound respectively. Each share may be converted
into 4.54 Class B subordinate voting shares subject to certain restrictions.

{g) The Series E preferred shares are to be redeemed for $25 each on December 15, 1990. Funds required for

(i)

the redemption will be provided as a non-recourse advance under the Bullmoose credit facility (Note 4(a)).

In the event that the company fails to pay a dividend or to redeem the shares, a Canadian bank will offer to
purchase the shares for $26 each plus 133% of any accrued and unpaid dividends to the date of purchase.

The Series F preferred shares are convertible at any time prior to September 1, 1990 on the basis of 1.47
Class B subordinate voting shares for each Series F preferred share.

The Series F preferred shares are redeemable after September 1, 1987. From that date until August 31,
1990, the Series F preferred shares may be redeemed at $26 per share if certain conditions are satisfied
relating to the market price of the Class B subordinate voting shares. The Series F preferred shares are
redeemabile at any time on and after September 1, 1990, at $25 per share plus accrued and unpaid
dividends.

Earnings per share are calculated using the weighted average number of Class Acommon and Class B
subordinate voting shares outstanding during the year of 30,553,478 (1985 — 29,560,000).

6. INCOME TAXES
The reconciliation of income taxes calculated at the statutory rate to the actual tax provision is as follows:

1986 1985
$ $
(in thousands)
Income taxes at statutory rate (52%) 17,404 14,217
Tax effect of:
Resource and depletion allowances,
net of non-deductible government
royalties and resource tax (3,977) (4,759)
Non-taxable dividends (1,857) (255)
Non-deductible foreign exchange loss 499 856
Non-deductible exploration expense - 995
12,069 11,054
Mining taxes 3,203 3,436
Tax provision 15,272 14,490
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7. EXTRAORDINARY ITEMS
1986 1985
$ $
(in thousands)
Gain on sale of mineral property after provision
for deferred income tax of $6,860,000 10,906 -
Write down of frontier oil and gas exploration
costs, net of provision for deferred income tax
recovery of $3,650,000 (5,700)
Provision for diminution in value of investments,
net of provision for deferred income tax recovery

of $2,250,000 (6,750) -

Additional proceeds on previous sale of mineral
property, net of deferred income tax of $1,260,000 2,239 -
695 -

8. SUBSEQUENT EVENTS

(a) OnOctober 17, 1986, a 50% owned holding company acquired 20,000,000 common shares of Cominco
Ltd. being approximately 31% of the common shares outstanding for $280,000,000 with payment of
$205.000,000 in cash and issue of a promissory note of $75,000,000. The promissory note is repayable
by the holding company over four years and is secured by a portion of the acquired Cominco shares.
Metallgeselischaft AG of West Germany and MIM Holdings Limited of Austratia each hold a 25% interest in
the holding company.

On October 31, 1986 the company filed a prospectus to issue 2,500,000 units at $25 per unit with each
unit consisting of one Class B subordinate voting share and one half of a share purchase warrant. Each
warrant entitles the holder to purchase a Class B subordinate voting share at $28.50 at any time up to
November 21, 1988. The proceeds, net of selling commissions and expenses, totalling $60,250,000 will be
applied to reduce the short term financing relating to the acquisition of an interest in Cominco Ltd. (Note
8(a)).

The following is a condensed pro forma balance sheet as at September 30, 1986, taking into account the above
transactions:

G

Pro Forma As Reported
$ $
(in thousands)

Current assets 72,902 113,902
Investments 205,116 103,116
Property, plant and equipment 295,113 295,113
573,131 512,131
Current liabilities 37,658 37,658
Long-term debt — corporate 25,144 25,144
— limited recourse 75,079 75,079
Deferred income taxes 30,807 30,807
168,688 168,688
Shareholders’ equity 404,443 343,443
573,131 512,131

9. OTHER INFORMATION
(a) Related party transactions {Note 9(b))

(i) Metallgesellschaft Canada Limited and Metallgesellschaft Canada Investments Limited
(subsidiaries of Metallgesellschaft AG) own directly and indirectly approximately 12% of the
non-preferred share capital of the company.

(ii) Included in accounts receivable is the amount of $1,639,845 advanced to senior employees to
enable them to purchase shares of the company.

(iii) In December, 1985, the company purchased 500,000 units of Moli Energy Limited for
$2,500,000. Each unit consists of one common share and one half of a Class B warrant and one
half of a Class C warrant. The warrants entitle the holder to purchase common shares at varying
prices of $9 to $12 over the next three years. The Chairman of the Board of the company is a
shareholder and Chairman of the Board of TDC Technology Development Corporation (TDC) and of
Moli Energy Limited. The company owns a 25% share interest in TDC which holds a 41% interest in
Moli Energy Limited.
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(b) Contingent liability

In prior years customers of the Highmont mine advanced funds by way of price support loans to the mine.
The company'’s share of these advances totailed U.5.$19,113,000 of which U.S.$10,889,000 was
advanced by Metallgesellschaft AG, a related party. As a result of the shutdown of the mine in 1984, these
advances were reclassified from long-term debt to a contingent liability. These advances are subordinate to
the project term loan {$75 million) which is secured by a first mortgage on the company’s share of the mine
assets. After the project term loan has been repaid in full, the support loans are repayable but only out of
cash flow from the project. A wholly-owned subsidiary of the company is the holder of $56 million of the
project term loan (which is eliminated in the consolidated accounts of the company) and a Canadian bank
holds the balance.

(¢} Pension plan
As at September 30, 1986, there was no unfunded past service liability.

(d) OnMarch 7, 1986 the Supreme Court of Ontario ordered Lac Minerals Ltd. to transfer the Williams mine
adjacent to the Teck-Corona mine to International Corona Resources Ltd., subject to payment to Lac
Minerals Ltd. of the sum of $154 million in respect of improvements to the property. Teck Corporation is
entitled to a 50% interest in the mine by paying 50% of $154 million. The decision is being appealed by Lac
Minerals Ltd. to the Ontario Court of Appeal.

(e) Segmented information

The principal classes of business of the company are mining and petroleum. Financial information relating
thereto is disclosed in the Consolidated Statement of Segmented Information, which forms part of these
financial statements.

Consolidated
Statement of
Segmented
Information
for the year ended September 30, 1986
1986 1985
OPERATIONS Mining Petroleum Other Total Mining  Petroleum Other Total
$ $ $ $ $ $ $ $
{in thousands) (in thousands)
Revenue
Export 162,455 - -~ 162,455 180,888 - - 180,888
Domestic 3,567 12,447 6,780 22,794 19,188 14,771 3,093 37,052
166,022 12,447 6,780 185,249 200,076 14,771 3,093 217,940
Costs and expenses
Cost of operations 109,381 4,277 - 113,658 139,101 5,135 - 144,236
Administration and general - - 6,643 6,643 - — 4,527 4,527
Depreciation and
amortization 19,808 598 - 20,406 20,688 437 - 21,125
Exploration 2,764 134 - 2,898 5817 317 - 6,134
Interest expense and foreign
currency loss 14,970 11 (6,806) 8,175 20,703 5 (6,130) 14,578
146,923 5,020 (163) 151,780 186,309 5,894 (1,603) 190,600
Earnings before taxes 19,099 7,427 6,943 33,469 13,767 8,877 4,696 27,340
Income and mining taxes (8,698) (3,338) (3,236) (15,272) (7,656) (4,791) (2,043)  (14,490)
Earnings after taxes 10,401 4,089 3,707 18,197 6,111 4,086 2,653 12,850
Equity in earnings of
associated companies - - 5,073 5,073 - — 3214 3214
Net earnings before
extraordinary items 10,401 4,089 8,780 23,270 6,111 4,086 5,867 16,064
WORKING CAPITAL 15,915 1,491 58,838 76,244 13,074 - 57,448 70,522
INVESTMENTS - - 103,116 103,116 — - 65,101 65,101
PROPERTY, PLANT AND
EQUIPMENT 272,646 17,329 5,138 295,113 289,384 21,824 5236 316,444
CURRENT CAPITAL
EXPENDITURES 12,478 5,587 34,689 52,754 39,826 519 6.514 46,859

32  OTHER: Includes equity in earnings of associated companies and items not aliocated to mining or petroleum.
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Comparative

Figures

Year Ended September 30,
(in thousands)

1986 1985 1984 1983 1982
$ $ $ $ $

Balance Sheet
Total assets 512,131 489,292 434,099 489,471 438,958
Long-term debt 100,223 109,326 157,485 165,052 132,497
Shareholders’ equity (1} 343,443 326,775 221,648 249,045 217,785
Working capital 716,244 70,522 24,746 28,472 27,069
Earnings and cash flow
Mining revenue 166,022 200,076 187,534 101,824 105,242
Petroleum revenue (2) 12,447 14,771 13,988 20,601 16,647
Mining operating profit 56,641 60,975 36,452 9,127 5,448
Petroleum operating profit 8,170 9,636 9,321 15,520 10,616
Earnings (loss) before

extraordinary items 23,270 16,064 (2,039) (6,025) (17,705)
Extraordinary items (3) 695 - (23,026) (10,963) (14,146)
Net earnings (loss) 23,965 16,064 (25,065) (16,988) (31,851)
Cash flow from operations 56,775 55914 24,960 12,143 (5,176)
Sale of resource properties (4) 21,542 - — 26,874 73,295
Sale of investments 1,151 2,014 3,016 2,129 2,557
Capital expenditures

excluding investments (5) 18,065 40,345 44 664 105,232 54,859
[nvestments (6) 34,689 6,514 6,922 3,057 3,663
Exploration expense 2,898 6,134 1,296 2,904 6,971
Per Share (7)
Cash flow from operations $1.86 $1.89 $0.86 $0.44 ($0.20)
Earnings (loss) before

extraordinary items $0.42 $0.30 ($0.17) ($0.28) ($0.76)
Net earnings (loss) $0.44 $0.30 ($0.96) ($0.68) ($1.32)
Dividends $0.175 $0.15 $0.15 $0.15 $0.15

(1) Issue of $50 million 9.25% preferred shares and $50 million 7.25% convertible preferred shares in 1985.
(2) InJune, 1983 certain oil and gas properties were sold to Trilogy Resource Corporation.

(3) Includes write-down of investments and sale of 5% of Hemlo in 1986, write-down of Highmont and Teck Frontier in 1984, Afton smelter in 1983 and loss

on sale of 30% of Highmont in 1982.

(4] Includes sale of 5% interest in Hemlo in 1986, oil and gas properties to Trilogy Resource Corporation in 1983, a 49% interest in Bullmoose and a 30%

interest in Highmont in 1982.
{5) Primarily Hemlo in 1986 and 1985, Bullmoose and Hemlo in 1984 and Bullmoose and Teck Frontier in 1983 and 1982.
(6) Primarily $17 miltion on International Corona shares and notes and $10 million on Golden Knight shares in 1986.

(7) The number of shares used in the calculation is the weighted average number of Class A and Class B shares issued and outstanding during the year.
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Sharecholder Information

Principal Offices

Head Office
1199 W. Hastings Street
Vancouver, B.C. V6E 2K5
Tel. (604)687-1117

Eastern Office
P.O.Box 170
7000, First Canadian Place
Toronto, Ontario M5X 1G9
Tel. (416) 862-7102

Oil and Gas Division
610 Panarctic Plaza
815 - 8th Avenue SW.
Calgary, Alberta T2P TH7
Tel. (403) 266-1016

Corporate Information

The company prepares an Annual
Information Form (AIF) which is filed with
the securities commissions or similar
bodies in all the provinces of Canada.
Copies of the AlF and Annual and Quarterly
reports are available to shareholders and
other interested parties on request.

Auditors

Coopers & Lybrand
Chartered Accountants
Coopers & Lybrand Building
1111 West Hastings Street
Vancouver, B.C.

V6E 3R2

Transfer Agents
National Trust Company
Vancouver, Calgary,
Winnipeg, Toronto,

Montreal

The Canada Trust Company
Vancouver, Calgary,
Winnipeg, Toronto,
Montreal

First Fidelity Bank N.A.

Newark, New Jersey, U.S.A. shares

Bankers Trust Company
69 Old Broad Street
London, England
EC2 T2EB

Stock Exchanges

The Class A common, Class B shares, Class
B share warrants and Series F Preferred
Shares are listed on the Vancouver, Toronto
and Montreal stock exchanges. The Series
E Preferred shares are listed on the
Toronto and Montreal stock exchanges.

Market Value — Toronto Stock Exchange

Class Acommon, Class B
shares, Class B share
warrants, Preferred
Shares Series C and F

Preferred Shares Series E

Class Acommon, Class B

Class B shares, Class B
share warrants

Preferred Shares

Class ACommon Class B Shares Series E Series F
High Low High Low High Low High Low
1986 Fiscal Period $ $ $ $ $ $ $ $
st Quarter 21 13 19, 1278 28V 26%s 3178 25%,
2nd Quarter 23% 17 25% 17% 27% 264 39 30%
3rd Quarter 23 204 247 2076 27 26V 38 34
4th Quarter 25%. 22 26%. 2114 28 27 40% 34
Dividends* Amount per Share Payment Date

1986 Fiscal Period

Class A common
and Class B shares

Preferred Shares

$0.075
$0.10

December 31, 1985
June 30, 1986

Series C $1.15 per quarter Last day of each quarter
Series D $5.00 July 30, 1986

Series E $0.578125 per quarter First day of each quarter
Series F $0.453125 per quarter Last day of each quarter

*For U.S A registered shareholders dividend payments are converted into U.S. funds.

Excavation of the crusher room in the David Bell
gold mine at Hemlo, Ontario, using a scissor lift
and stoper driils.
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DIRECTORS
W.R. Bennett
Businessman (Kelowna)

Sir Michael Butler, Bt, Q.C.
Barrister and Solicitor (Victoria)

*R.E. Hallbauer, B.A.Sc., PEng.
Senior Vice President of Teck and President
and Chief Executive Officer of Cominco Ltd.
(Vancouver)

C.F. Kaiser
MIM Holdings Limited (Brisbane)

*N.B. Keevil, Ph.D.

Chairman of Teck {Vancouver)

*N.B. Keevil Jr.,, Ph.D., PEng.
President of Teck and Chairman of the
Board of Cominco Ltd. (Vancouver)
Dietrich Natus, Dr. rer. nat.
Chairman, Metallgesellschaft AG
(Frankfurt)
|.F. Rushbrook, B.Sc., D.A.E., M.Sc.
Deputy Chairman, Ivory & Sime PLC
(Edinburgh)

*H. Schimmelbusch, Dr. rer. pol.
Metallgeselischaft AG (Frankfurt)

*K.E. Steeves, FC.A.

Vice President of Teck (Vancouver)

*D.A. Thompson, B.Sc. (Econ.)

Vice President of Teck (Vancouver)

J.H. Westell
Consultant (Orillia)

*R.J. Wright, Q.C.
Barrister and Solicitor (Toronto)

K. Zeitler, Dr. rer. pol.
Managing Director, Mining Dept.
Metallgesellschaft AG (Toronto)

*Members of the Executive Committee

OFFICERS

Rt. Hon. Roland Michener, PC., C.C.
Honorary Chairman

Norman B. Keevil

Chairman of the Board and Executive
Committee

Norman B. Keevil Jr.

President and Chief Executive Officer

Robert E. Hallbauer
Senior Vice President

David A. Thompson
Vice President, Finance

Keith E. Steeves
Vice President, Marketing

Richard Drozd
Vice President Coal Operations

Robert J. Wright

Vice President, General Counsel
W. Brian Keevil

Vice President Legal and Executive
Assistant to the President

John A. Guminski

Vice President Administration

and Assistant Secretary

Ronald F. Mossman
Secretary

G. Robert Shipley
Treasurer

John G. Taylor
Controller

Walter H. Bowles
Assistant Secretary

Howard Chu
Assistant Controller

DIVISION MANAGERS
Oil & Gas Division:

N.B. Rudden (Vancouver)
W.H. Bowles (Calgary)
Mining Exploration:

J.L. May, President

Teck Explorations Limited

General Manager Metal Operations:
M.P. Lipkewich

General Manager, David Bell Mine
& Granville Joint Venture:
J.M. Anderson

Eastern Mining Operations:
K.l. Hymas, general manager

Consulting Geologist, Operations:
W.R. Bergey

Afton Mine:
J. Lovering, manager

Beaverdell Mine:
B.E. Goetting, manager

Bullmoose Mine:
F. Koch, manager

Granville Joint Venture:
G.W. Klein, manager

David Bell Mine:
R.A. Ford, acting manager

Highmont Mine:
B.R. Williams, manager

Lamaque Mine:
E. Godbout, acting manager

Newfoundland Zinc Mine:
J.E. Hewitt, manager

Niobec Mine:
M.R. Rodrigue, manager
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